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ABSTRACT 
 
There has been much written about the Internet’s potential to enhance international market growth 
opportunities for SME’s. However, the literature is vague as to how Internet usage and the application 
of Internet marketing also known as Internet marketing intensity has an impact on firm international 
market growth. This paper examines the level and role of the Internet in the international operations of 
a sample of 218 Australian SMEs with international customers. This study shows evidence of a 
statistical relationship between Internet usage and Internet marketing intensity, which in turn leads to 
international market growth, in terms of increased sales from new customers in new countries, new 
customers in existing countries and from existing customers.   
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INTRODUCTION 
 
There has been a rising trend in internationalisation among small-and medium sized enterprises (SMEs) 
in the last decade and SME internationalization has emerged as an important topic for investigation 
(Ruzzier et al., 2006). Research shows that SMEs are rapidly adopting the Internet for domestic 
competitiveness (Lohrke et al., 2006). However, there is little empirical research into how SMEs are 
using the Internet to grow internationally.   
The Internet has opened up new international market opportunities for SME firms (Rayport and 
Sviokla, 1994; Hamill, 1997; Petersen et al., 2002; Mathews and Healy, 2008). Previous research 
suggests that the Internet aids international expansion and performance by increasing international 
market access, decreasing the time to reach international markets, lowering transaction costs (Lohrke 
et al., 2006), and improving communication and efficiency of information for SME’s (Gabrielsson and 
Manek Kirpalani, 2004; Loane, 2005; Mathews and Healy, 2008). Furthermore, Prasad, Ramamurthy, 
and Naidu (2001) view the Internet as a tool for customisation, automation, collaboration, and 
communication with customers. These researchers also infer a relationship between the role of Internet 
application in the firm and marketing competencies, but do not substantiate the statistical relationship 
between Internet application and export performance (Prasad et al., 2001). Thus, these studies are 
either conceptual, qualitative in nature or fail to find a statistically significant link between Internet 
application and international performance. 
The main objective of this study is to assess the role of the Internet on international market growth 
of SMEs. Specifically, this paper draws on data from a sample of 218 Australian SMEs and attempts 
to explore the level of Internet usage and Internet marketing intensity of the firm for international 
markets. Specifically how e-mail, website usage, marketing and advertising, online sales, online after 
sales service, market research and market management might impact three forms of international 
market growth: growth of new customers in new international market, growth of new customers in an 
existing international market, and growth of existing customers in existing international markets.  
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LITERATURE REVIEW 
 
Several studies have investigated the antecedents of the internationalization process of SME’s 
(Coviello and Martin, 1999; Nkongolo-Bakenda et al., 2010; Sommer, 2010). Sommer (2010) found a 
positive relationship between owner-manager of SME’s attitudes and motivation on 
internationalization intention. Whereas, Nkongolo-Bakenda et al. (2010) found that size, international 
experience of managers, innovation, and distinctiveness in products have a direct influence on the 
degree of internationalization by SMEs. Similarly, O'Cass and Weerawardena  (2009) identified that 
international SMEs differed from non-international SMEs, as SME internationalization is essentially 
an international entrepreneurship activity based on innovation intensity, which leads to greater 
internationalization performance. However, other factors that have been found to influence both 
decision to internationalise and speed to new markets include the international orientation of 
management, the availability of human and financial resources, the existence of networks, and the 
ability of the firm to leverage external resources (Coviello and McAuley, 1999; Knight and Cavusgil, 
2004). More recently researchers have found evidence of  SME’s with both technological and 
international entrepreneurial characteristics take advantage of the Internet to rapidly expand into 
international markets (Loane et al., 2004; Loane, 2005; Mathews and Healy, 2008; Bell and Loane, 
2010; Etemad H. et al., 2010).   
The use of the Internet has been shown to assist small firms to create competitive advantages in 
international markets (Aspelund and Moen, 2004; Moen et al., 2008; Bell and Loane, 2010). Studies 
have also indicated the Internet has provided small and medium enterprises with the capability of 
servicing international markets, which may not have been possible in the old economy (Quelch and 
Klein, 1996; Bennett, 1997; Hamill, 1997; Aspelund and Moen, 2004; Simpson and Docherty, 2004; 
Mathews and Healy, 2008). The Internet has aided SMEs in business efficiency and speedy 
internationalization by allowing firms to have a global reach, lower communication costs, and 
increased contact between buyers and sellers (Samiee, 1998; Dandridge and Levenburg, 2000; Daniel 
et al., 2002; Bell and Loane, 2010).  
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Research in the United Kingdom highlights that SMEs implementation of Internet technology does 
not require a high level of investment (Simpson and Docherty, 2004). This means that not only do 
large firms with sizeable capital capabilities have the ability to reach international markets through the 
Internet, but small and medium companies may also do so with only moderate investment (Arnott and 
Bridgewater, 2002). Although the role of the Internet is promising for international marketing, most 
research on international performance has neglected this role of technology and there is scant 
quantitative research looking at the potential impact of the Internet on international market growth 
(Lages et al., 2009).  
Although these studies provide an important contribution towards this new field of research, more 
research is required for a better understanding of the role of the Internet on the international marketing 
activities of firms. Specifically, this study has two goals: first it will provide descriptive information 
regarding the levels of Internet usage and Internet marketing intensity, as well as international market 
growth for SMEs. Second it will assess if there is a statistical relationship between Internet usage and 
Internet intensity on international market growth. Although the above literature suggests that the 
Internet usage of e-mail and websites as well as the application of the Internet or Internet marketing 
intensity can help firms to expand internationally, it is not clear how these can impact international 
market growth. Thus, further exploration is warranted in this important but underdeveloped area. 
Figure 1 presents the conceptual model.  Further, we developed hypotheses 1 and 2 to address the 
research gap, which includes:  
H1. Internet usage of e-mail and website by SMEs has a positive relationship with international 
market growth of the firm. 
H2. Internet marketing intensity has a positive relationship with international market growth of the 
firm. 
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Figure 1: Proposed Conceptual Model       
        
 
 
  
         
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
RESEARCH DESIGN AND METHODOLOGY: 
 
The study used a pool sample of approximately 1,600 small and medium sized Australian firms that 
have international customers. The sample was chosen from the most comprehensive and current 
national database of Australian exporters (www.austrade.com.au). The sample frame considered the 
top four industry sectors in Australia: Agribusiness, Business & Financial Services, Consumer Goods, 
and Information Communication Technology (Australian Bureau of Statistics, 2008). The database 
provided information on company name, international manager’s name, contact details (address, 
phone number and email address) as well as product details and the international history of the firm. 
That is, only firms that had international customers were considered eligible. Firms from the database 
were phoned to encourage participation and screened for eligibility, and 431 were considered eligible 
firms. From the eligible sample, 218 firms responded with a response rate of 49.8%, which is 
considered a reasonable rate given that business surveys normally have poor response rates (Frazer 
and Lawley, 2000). Key respondents were owners, international marketers and international decision 
makers of the firm. Only those with knowledge of the international operations of the firm were eligible 
Internet Usage: 
• Email 
• Website 
International Growth 
1. Growth of New Customers 
in New International 
Markets 
2. Growth of New Customers 
in Existing International 
Markets 
3. Growth of Existing 
Customers in Existing 
International Markets Internet Marketing 
Intensity: 
• Advertising & Marketing 
• Online Sales 
• Online After Sales 
• Market research  
• Management of markets 
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(Mitchell, 1994), and they chose to personally complete the survey or directed it to the person most 
responsible for the firm’s international decisions (Malhotra, 1996).  
The measurement scales were drawn from existing literature investigating the Internet’s impact on 
international marketing. Scale items were adopted and respondents were asked to rate their perceptions 
on seven-point Likert- scale. First, Internet usage was measured by the firm’s usage of Internet 
technology such as e-mail and websites (Berry and Brock, 2004; Brock and Yu, 2005). This scale used 
a seven-point Likert scale anchored at (1) ‘no usage’ and (7) ‘extensive usage’. Further, Internet 
marketing intensity was measured through a seven-point scale of application of the Internet, such as 
marketing and advertising, sales to customers, after-sales service and support, market research and 
management of international market (Aspelund and Moen, 2004; Gibbs and Kraemer, 2004).  
For the dependant variable measure of international market growth scale, items were adapted the 
concept of firm market penetration and development  growth (Ansoff, 1957; 1965; 1968), as well 
research highlighting the Internet’s positive influence on the perception of firm market growth by 
Gibbs and Kraemer (2004). This variable was measured by sales performance in new country markets, 
new customers in existing country markets, and penetration of existing customers. Further, the use of 
English and non English market growth is two distinct constructs is consistent with Musteen, Francis 
and Datta’s (2010) findings that suggest common language has a positive impact on the development 
of international networks and international competitiveness. For this scale, a seven-point Likert scale 
was used, anchored at (1) significantly decreased to (7) significantly increased sales over the 10 years. 
Although, these measures were adapted from the traditional theoretical framework in corporate growth 
(Ansoff, 1965; 1968; 1969; Ansoff and McDonnell, 1988) many other researchers in 
internationalization and the Internet have also viewed some form of growth as an important element 
within their investigations (Hamill and Gregory, 1997; Prasad et al., 2001; Morgan-Thomas and 
Bridgewater, 2004; Ryssell et al., 2004), but not international market growth to date.   
The questionnaire was administered through e-mail. A screening phone call was used to determine 
if the firm was involved in international markets and has had international customers in the last 12 
months. The questionnaire was designed to collect the firms’ Internet and Internet marketing related 
information associated with international market growth. The survey address was sent to owners, 
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international marketing managers, export managers and CEO’s (key informants) (Mitchell, 1994), 
either to fill out personally or to direct to the person in charge of International decisions for the firm. 
There are a number of ways in which to address non-response bias (Armstrong and Overton, 1977). 
Firstly, a high response rate created a more representative set of respondents and limited non-response 
bias. A more rigorous process of using an extrapolation method, such as a two tail T test, ensured that 
the data set was similar with respect to those respondents who submitted early and those who 
submitted late with prompting (Armstrong and Overton, 1977). The T test was used in the study and 
identified no significant differences at the P < .05 level. That is, in a two tail test for non response bias, 
no questions were found to have a significant statistical difference. Thus, the sample can be treated as 
a single data set as non-response bias was not evident. Further, a different anchor or endpoint for the 
criterion and the predictor variable was used to diminish the possibility of common method variance 
(Podsakoff et al., 2003; Chang et al., 2010). 
Structural equation modelling (SEM) (using AMOS 17) was used to test the proposed model 
evaluating interrelationships between Internet usage, Internet marketing intensity and international 
market growth. This multivariate SEM approach was a vehicle in which the researcher constructed 
theory through direct and indirect relationships between these constructs (Bagozzi, 1994). 
 
DATA ANALYSIS 
 
Respondent firms had an average of 27 employees, with all firms falling within the classification of 
small and medium-sized enterprises (SME) with 1–200 employees (Australian Bureau of Statistics, 
2002). Small and medium-sized firms account for 97% of the business population (Australian Bureau 
of Statistics, 2004), thus, the respondents adequately represented the broader business population in 
Australia. Further, the geographical location or postcode of the firms was also representative of the 
broader Australian business community (Australian Bureau of Statistics, 2007). Respondents consisted 
of owners (8.4%) and chief executive officers, vice presidents, chief organisational officers and chief 
marketing officers (10.2%). The bulk of respondents were managing directors (30.6%), international 
and marketing/sales managers (20%), general managers and other managers responsible for 
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international decisions (29.7%). Regrading firm’s profile age and experience characteristics, the year 
in which firms had been established ranged from the year 1862 to 2006. The average age of firms was 
20 years, with the majority (77%) established after 1982. Respondents had a mean of 10 years 
experience with the firm and 16 years within their industry, highlighting that they respondents were 
experienced. The mean age of respondents was 45 years of age, with the range from 22 to 83 years of 
age. 
 
Internet Usage  
 
As seen in Table 1, all of the surveyed firms used the Internet for e-mail, with 88.7% of firms using e-
mail extensively in their business, and all SMEs used e-mail to some extent. Furthermore, 48.6% of 
these firms used a website extensively. Overall, the data shows that firms used e-mail and websites 
extensively.  
 
Table 1:  Internet Usage and Internet marketing intensity 
Internet usage  
 
No 
use 
(%) 
2 
(%) 
3 
(%) 
4 
(%) 
5 
(%) 
6 
(%) 
Extensive 
use (%) 
Miss 
% 
Mean 
(#) 
e-mail 
 
0.0 0.0 1.0 2.0 2.9 5.4 88.7 5.1 6.79 
Website 
 
4.3 4.8 5.7 11.4 10.5 14.8 48.6 2.3 5.53 
Internet marketing 
intensity for international 
consumers 
No 
use 
(%) 
2 
(%) 
3 
(%) 
4 
(%) 
5 
(%) 
6 
(%) 
Extensive 
use (%) 
Miss 
% 
Mean 
(#) 
Marketing and Advertising 2.8 7.0 7.0 12.6 17.3 15.9 37.4 0.5 5.32 
Online Sales 37.2 11.2 7.4 7.0 8.8 6.0 22.3 0 3.47 
Online after sales service 18.2 11.2 11.2 12.6 13.1 10.7 22.9 0.5 4.15 
Market research 10.7 12.1 7.9 12.1 15.3 18.1 23.3 0 4.58 
Manager of international 
market 
12.6 11.2 12.1 13.6 16.8 15.0 18.7 0.5 4.30 
Note: N=218, Source: developed for this research. Miss = missing data % 
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Internet Intensity  
 
Table 1 also shows that many firms integrate Internet technology in several international marketing 
with 97% of SME’s are using the Internet for marketing and advertising for international customers. 
Specifically for this sample, firms use the Internet for online sales (62.8%), online after sales service 
(81.8%), market research (89.3%) and management of the international markets (87.4%). These 
findings highlight the depth and breadth of integration of the Internet in international marketing 
activity. Results indicate the Internet is a core of the element for SME’s for both the generation and 
service of international customers. 
 
Firm Performance  
 
Annual mean revenue for the surveyed firms was A$11.8 million. The majority of firms made less 
than A$5 million per annum (72.8%), with 92.9% making less than A$20 million. Further, the average 
number of international markets per firm was 14. That is, the average firm had customers in 14 
country markets, with the majority of firms (52.3%) having more than 10 country markets. The main 
country markets were the United States of America, New Zealand, the United Kingdom, Singapore, 
Hong Kong, Papua New Guinea and Japan. Asian countries formed the bulk of the main country 
markets, accounting for 39%. Other minor groups of markets include South Africa, Middle East, 
Canada and some European countries such as France, Germany, and Netherlands. However, the three 
main markets were all English speaking markets. The mean annual proportion of turnover from 
international markets was 38%, with the vast majority recording an international turnover accounting 
for more than 49% of their turnover (65.6%). Finally, only 30.2 % of firms indicated they have a 
physical presence such as a store or office within their international market(s), leaving 69.6% of firms 
who engaged in international business with no physical presence in international markets even though 
their customers were located in these countries. 
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Statistical Findings 
 
To analyse the data, descriptive statistics and structural equation model both SPSS 17.0 and AMOS 
17.0 were used. Descriptive statistics, construct reliabilities, items, means, and standard deviations are 
presented in Table 2.  
 
Table 2: Descriptive Statistics 
Items Mean Std. 
Internet use for international consumers 
e-mail 6.79 .68 
Websites 5.58 1.79 
Internet marketing intensity (Alpha= .79) for international consumers 
Marketing & advertising 5.23 1.74 
Online Sales 3.47 2.43 
After sales service 4.15 2.19 
Market research 4.58 2.04 
Management of international market 4.30 2.02 
International market growth-English speaking countries (Alpha= .87) 
New customer in new country 4.54 1.64 
New customer in existing country 4.78 1.53 
Existing customer in existing country 4.67 1.46 
International market growth-non English speaking countries (Alpha= .93) 
New customer in new country 4.54 1.65 
New customer in existing country 4.37 1.54 
Existing customer in existing country 4.42 1.51 
Descriptive data 
Turnover Millions 11.8 m 6 m 
No. of markets  14.34 20.43 
Age (years) 19.84 20.40 
Size: employees 27 38 
% of total revenue is international 38% 32.70% 
Note: * Seven-point Likert-type scale: Descriptive data is raw nominal data 
 
 
 
Model fit indices supply an average fit of the model that helps to formulate a theoretical confirmation 
of the model interrelations. A single-model index may be limited, as part of the model may be a poor 
fit (Hu and Bentler, 1999; Byrne, 2001; Kline, 2005; Hair et al., 2006); therefore, multiple indicators 
were used to establish a good model. That is, a combination of measures, including, Chi-squared 
Normed (CMIN < 3), P value (P non significant), Goodness of Fit Index (GFI > .90), Tucker-Lewis 
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Index (TLI > .92), Comparative Fit Index (CFI > .92), Standardised Mean-Squared Residual (SRMR 
< .10) and Root Mean-Square Error of Approximation (RMSEA < .10) were used to establish the 
model.  
Data was tested and our proposed hypothesized structural equation model (SEM) evaluated. For the 
purpose of this study, AMOS (version 17) was used to test the proposed conceptual model and the 
hypothesized paths. The proposed model shows model fit indices of (CMIN/DF = 6.824; RMSEA 
= .164; GFI = .865; CFI = .852; TLI = .786; SRMR = .1420) for the model that considers English 
speaking international markets, and (CMIN/DF = 6.541; RMSEA = .160; GFI = .874; CFI = .815; TLI 
= .734; SRMR = .1498) for the model that considers non English speaking international markets, as 
presented in Table 3. Both sets of proposed model fit indices highlight interrelationships and also 
some deficiencies in explaining the data.  
 
Table 3: Summary of competing model structural model fit statistics  
 
 
Model 
Overall   fit  
 
P- value>.05 Model fit indices 
 
χ ² /DF 
CMIN  < 3 
RMSEA 
<.10 
GFI 
>.92 
CFI 
>.92 
TLI 
>.92 
SRMR 
<.10 
 
Proposed English 
Model 
170.60/25 
6.824 
.164 .865 .852 .786 .1420 P<.000 significant 
Proposed non-English 
Model 
163.53/25 
6.541 
.160 .874 .815 .734 .1498 P<.000 significant 
Final English Model 16.41/18 
.912 
.000 .982 1.000 1.000 .0383 P>.01 non significant 
.564 √ 
Final non-English 
Model 
20.66/18 
1.148 
.026 .978 .997 .995 .0374 P>.01 non significant 
.297 √ 
Note: CMIN/DF <3; GFI>.90; TLI>.92; CFI> .92; SRMR<.10; RMSEA<.10; P>.05 
 
The results from testing hypothesis 1 indicate the Internet usage of the firm does have a direct 
significant relationship with international market growth at a .01 (English markets) and .10 confidence 
interval (non English markets) [β = .35 (E), β = .16 (NE), P =.004 (E), P=.094 (NE)]. Results from 
testing hypothesis 2 also indicates Internet marketing intensity does have a direct relationship with 
international market growth at a .05 confidence interval (both English and non English markets) [β 
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= .15 (E), β = .21 (NE), P = .050 (E), .020 (NE)]. Thus, hypothesis 1 and hypothesis 2 are supported. 
However, the model fit results indicate these proposed interrelationships are an inadequate 
representation of the data. That is, Chi squared measure (CMIN), RMSEA, GFI, CFI and TLI all 
indicate a poor model fit. Therefore, the model interrelationships are not accurate enough to represent 
the theoretical context of the data. Therefore a competing model was developed.  
In the competing model, one path was added between Internet usage and Internet marketing 
intensity, to more accurately capture the impact of Internet on international market growth. That is, the 
Internet usage of the firm had a positively influenced the firm’s implementation of Internet marketing 
activities, which then in turn lead to a great number of sales from the three categories of international 
customers. all model fit indices are within acceptable parameters, indicating a good model fit. The 
competing model shows model fit indices of (CMIN/DF = .912; RMSEA = .000; GFI = .982; CFI 
= .1.000; TLI = 1.000; SRMR = .038) for the model that considers growth into international English 
speaking markets, and (CMIN/DF = 1.148; RMSEA = .026; GFI = .978; CFI = .997; TLI = .995; 
SRMR = .037) for the model that considers non English speaking international markets. A further two 
items were dropped. The researchers conducted a χ² difference test for each pair of constructs by 
constraining and un-constraining the models (Atuahene-Gima, 2005). In all of the tests with correlated 
constructs, the unconstrained model had a better fit than constrained model, providing support for the 
convergent and discriminant validity of the measures used in the study. 
 
DISCUSSIONS, LIMITATIONS, AND FUTURE RESEARCH 
 
The objective of this research was to explore the role of the Internet on the international market 
growth of firms. This study explores Internet usage and Internet intensity with international customer 
market growth constructs among a sample of 218 Australian firms. The results give statistical 
evidence of e-mail, website usage as well as marketing and advertising, sales and market research 
having a positive influence on international market growth of the firm.   
Firstly, the results find evidence to support the correlation between Internet usage, Internet 
marketing intensity of the firm and the international market performance of the firm, in this case 
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increased sales from both new and existing international customers, in both English and non English 
speaking markets. Currently, the body of knowledge lacks statistical evidence linking the Internet 
usage or application with international performance. This paper confirms the correlation between the 
Internet usage and internet marketing intensity with international performance from a market growth 
perspective.  More accurately, e-mail, websites as well as Internet marketing and advertising, sales and 
market research lead to a greater international performance of the firm. Currently, in the body of 
knowledge either Internet usage (Daniel et al., 2002) or Internet intensity (Moen, 2002; Aspelund and 
Moen, 2004) have been used to measure the impact of the Internet within international marketing on 
enhanced customer service, communication, information access and international vision, but not actual 
international market growth performance such as increased sales from international customers. This 
study is explicit in the link between Internet usage and Internet marketing intensity and outcomes of 
international market performance for the firm. The Internet has essentially created a more level 
playing field for SMEs with limited resource capacity to engage international consumers. Hence, the 
Internet is enabling more growth into international markets for SMEs, which would not be possible in 
an old economy. 
Secondly, the results from the modelling analysis indicate that the Internet usage of the firm has an 
indirect relationship with international market growth. More accurately the Internet usage of the firm 
is positively related to Internet marketing intensity, this in turn has a positive impact on international 
market performance. Contrary to our proposed model interrelationships a more accurate account or 
explanation of the Internet’s impact on international market performance of the firm is that the 
increased internet usage leads to the greater implementation of Internet marketing capabilities, which 
are leveraged and in turn leads to great sales for international customers in multiple categories. This 
testing of Internet usage and Internet marketing intensity simultaneously gives an understanding of the 
combined effects of these constructs on international performance, which is currently void of 
investigation within the body of knowledge.  
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